
MEMORANDUM 


To: File No. S7-06-04 

From: Tara L. Royal 

Date: March 25,2004 

Subject: Comments of Walt Savage on the Market Reg. Confirm Release 

Attached are the comments of Walt Savage of the Savage Group on the rule 
proposal entitled, "Confirmation Requirements and Point of Sale Disclosure 
Requirements for Transactions in Certain Mutual Funds and Other Securities, and Other 
Confirmation Requirement Amendments, and Amendments to the Registration Form for 
Mutual Funds." 



Securities Exchange Commission 
William H. Donaidson, Chairman 
Attn: Patrick VonBargen, Managing Executive for Policy and Staff 

December 3,2003 

The following have been informed of the Mutual Fund industry practice of double 
charging on sales charges of Class A (front loaded) Mutual Fund shares: 

-. --

office of Economic Analysis -
senior Attorney 

Division of Investment Management 

-staff Attorney 
Office of Investor Education and Assistance 
D 
This issue has, over the years, cost millions of investors countless millions of 
dollars. The double charging takes place when the load and 'offering price' of 
these shares is calculated, or miscalculated in this case. In general, load 'shoukd 
be calculated as a percentage of the Net Asset Value. 'Offering price' is 
generally the Net Asset Value plus the load. What we are seeing in the industry 
is not this mathematically correct and balanced path from Net Asset Value 
through to Offering Price. Instead what we are seeing is, to quote from a current 
Morgan Stanley prospectus, "The offering price of Class A shares includes a 
sales charge expressed as a percentage of the offering price on a single 
transaction ......." . Note that offering price already includes the miscalculated 
load. They are using an already loaded figure to calculate an additional load. 

What is happening is that the industry is using the wrong formula in their 
calculations. For example, when an investor buys dass A shares, he goes to his 
broker and says he wants to invest, say, $1000 in some fund. Some of that 
$1000 will be load, and the remainder will purchase shares. Assuming 10% load 
and $100 share value ....currently the fund will calculate the load using the entire 
amount invested (by multiplying $1000 by .lo). He will pay a $100 load and the 
remaining $900 will buy him nine shares. 

What SHOULD be happening is this. The fund should DIVIDE the $1000 by 
I .I 0. This returns the amount available to purchase shares. They should then 



calculate their load on this value. The amount actually available to purchase 
shares should be $909.0909. The actual load should be $90.9091. This results 
in the investor receiving .0909 MORE shares than under the current 
miscalculation. This would not only resolve the .0909 share shortage to the 
investor, but would also correct the overstated average share price which is seen 
under the current system. 

In a New York Times News-Sewice article run in the San Diego Union-Tribune 
on November 19,2003 Allan Greenspan was reported to have stated in a letter 
to Senator Richard Shelby: " any new disclosure requirements for the funds 
"should be designed to provide investors with real value rather than serve mainly 
Wincrease costS'and decrease returns". " 

The issue Iaddress would seem to be a perfect example of the type of 'creative 
interpretation' based on rebuttable presumption to which Mr. Greenspan referred. 
The 3ecurites Exchange Commission has not specifically delineated how the 
calculations of load are to be made. It would appear that, although we probably 
,8o n ~ tneed change in the law, we most certainly need a clear edict on how 
load is calculated.. ..one that truly reflects the Commissions mission as a 
.w*hdog fo~th'e investors. 6 .C 

,p " ."',.\ 
I have attached a comparative analysis reflecting how this issue works on a 
graphic level using an actual transaction. If you have any questions or wish to 
discuss this at any level, please feel free to contact me. 

F. Walter Savage 
5060 Orcutt Avenue 
San Diego, CA 92120 
619-582-5850 

Enclosures 



















Rule lob-1 0 -Confirmation of Transactions 

This sectionrequires broker-dealersto disclose specified i n f o d o n  in wriGng to customers at or before 
completion of a tramadion. The requirements under this sectionthat particular informationbe disclosd is not 
determinative of a broker-dealer's obligation under the g a d  antifraud provisions of the fdwd securities laws 
to disclose additional information to a customer at thetime of the customer's investment decision 

a. Disclasru-e reqltirement. It shall be un1awfi.d for any broker or dealer to cffect for or with an account of a 
customer any traxaction in, or to induce the purchase or sale by such customer oc any security (other than 
U.S. Savings Bonds or municipal securities)unless such broker or dealer, at or before completion ofsuch 
transaction gives or sends to such customerVRitten notification disclosing: 

1. The date and time of the transaction(or the fact that the time ofthe tnnsaction will be furnished 
upon written request to such customer) and the identity, price, and number of shares or units (or 
principal amount) of such security purchased or sold by such cusqomrr, and 

2. Wl~ethcrIhe broker or dealer is a~zingas agat  for such cusdomer, as agent for some other pei-soq as 
agznt for both such customer and some other person or as principal for its owm account; and ifthe 
broker or dealer is acting as  principal, whether it is a market m&er inthe security (other than by 



1. Customer shallnot include a broker or dealer, : 

2.  Co~npletjonof the transaction shall have the meaning provided in Rulz 15c 1- 1under the -Act; 

3. Timeoftha transaction means the time of execution,to the extent feasible, of the customer's order, 

4. Debt securiIy as used in paragraphs (a)(3), (4), and (5) only, mans any security, such as a bond, 
debenture, note, or any other similar instrument which evidences a liability of the issuer (including 
any such security h t  is convertible into stock or a similar security) and fiadional or participation 
interests in one or more d, ho~vever.That securities issued by an 
investnzent company any -Act of 1940 shall not be included in 
this defmition; . * 

5. Periodic phn meam any vc~ittenauthorizationfor a broker acting as agent to purchase or sell for a 
customer a specific security or smmities (other than securities issued by an open end investment 
company or unit investmenttrust registered under the h~esbmentCompany Act of 1940), in specific 

i 
amounts (calculated in =uriiy units or dollars), at specific Gmc: ixllervals and si=tting forth the 
commissions or charges to be paid by the customer in connectiontherewith (or the manner of 
calculatingthem); and 

-4i ~ $ v e s n e n rcompanyplan m- m y  plan under which securities issued by an open-end in~7edment 
' - :.Company or unit invesdment trust regidzred underthe Investment Company of 1940 are 

purchased by a customer (the pa3ments beingmade directly to, or made payable to, the registered 
investment companyf or the principal undender, custodiaqtrustee, or other designated agent of 
the registered imzstmmt company), or sold by a ~xstornerpursuant to: 

i An individual retirement or individual pension plan qualifiedunderthe Tntemal Revenue 
Code;I..

i 

i ii. A contractual or the atsystenlatic agreement under which customer purchases the applicable 
public offeringpri securities in . 
specif~edamounts e inten7als and 
settingforththe co customer in connection therewith 
(or the m m e r  of dculating them; or 

I i i i  Any other arrangement in~olvinga group of two or more customers and contemplating 
periodic purchases of such securities by each customer through a person designated by the 
group: Provided, That such arrangement requircs the registered investment company or its 
aged-

k To give or send to the designated person, at or betbre thecompletion ofthe trri~l~action 
for the purchase of such sxurftis, a written notification of the rec-eipt of the total 
anlount paid by the group; 

B. To send to anyone in the groiip who was a customer in the prior quarter and on whose 
behalf payment has not been teceiwcl in the current quarter a cpartdy n r i h  

i stakment reflectingthat a payment was not received on his b e M ,  and 

C .  To advise each customer in the group ifa payment is not received &om the designated 
person on behalf of the group y&$n 10 days of a date certain specified in the 
arrangement for delivery &that pqment by the designated person and the rder  to 
send to each such custom&the written notification described in paragraph (a) ofthis 

' I '  



section fbr the next utee succeeding payments. 

7. Reported securi@ shall have the meaning provided in Rule'l 1h 3 - 1  under the .Act. 

8. E#i?ctiw transaction reporting plan shall have then~eaningprovided in Rule 1lAa3- 1under the 
Act 

9. Pujment for orderflow shall mean any monetary p a y m e  smice, property, or other benefit that 
results in remuneration, compwsation, or considerationto a broker or dealer from m y  broker or -
dealer, national securities exchange, registered securities association or exchange member in return 
for tht: routing ofcustomer orders by such broker or d d s rto any broker or dealer, national 
securities eschange, registered securitizs association or exchangc member for execution, including 
but not limited to: research clearance, custody, products or senices; reciprocal agreements for the 
provision of order flow; adjustment of a broker w dealer's urhvorable trading erron; offers to 
participate as underwriter in public offe-, stock loans or shared interest accrued thereon; 
discounts, rebates, or any ofher reductions ofor credits against any fec to, or e x i e  or other 
fmmcial obligation of the broker or dealcr routing a customer order that exceeds that fer, expense 
or financial obligation. 

10.Asset-backed security meam a security that is primarily z h c e d  by the cashflows of a discrete pool 
of receivables or othzr financial assets, either L ~ c dor revolving that by their terms convert iuto cash 
within a finite timeperiod plus any rights or other s e t s  designed to assvre the senkingor timely 
distribution of proceeds to the&rity holders. 

e. Securiq@tures products. The provisions of paragraphs (a) and @) of tlis section shall not apply to a 
broker or dealer rcgistzred pursuant to section 15(b)( 1I )(A) ofthe ,Act to the extent that it effe~ts 
transadions for customas in security firturesproduds in a 6hres  account (as that term is defined Ln 
15~3-3(aX15)) and a broker or dealer registered pursuantto section 15(b)( 1) of the A5 tbat is also a 
ibtures commission merchant registered pursuant to section 4f(a)(l)ofthe Commodity Exchange ,Act (7 
U.S.C. 6f(a)(l)), to the exlent that it effe~Astransadions for customers in security futur25: produ~Asin a. 
e e s  account (asthat term is defined inRule 15~3-3(a)(lQ)~Provided that: 

1. The broker or dealer that effects any transaction for a customer in s m r i t ) ,  fixtures products in a 
futures account gives or sends to the customer 110later thanthz ned busincss day after execution of 
any futures securities produd tramac-tion,written noti-ficationdisclosing: 

i The datc the Wansac-tion was aecuted, the identity of the single security or narrow-bad 
securiiy index underlying the contract for the security futures product, the number of contracts 
of such security fbturesprobct purchased or soid, the price, and the deliua); rnontb; 

ii. The source and amount of any rununmtion received or to be received by the broker or dealer 
in connection with the transidon, including, but not limited to, marlcups, commissions, costs, 
fks,and other charges incurred in connection with the transadion, protided, however, that if 
no remuneration isto be paid for an initiating transaction u d  the OcCufTenceofthe 
corresponding Iiquiditing transadion, that-the broker or dealer may disclose the amount of 
remuneration only on the codhmtion for the liquidating transaction; 

iii The fad that infomation about the time of the execution ofthe transaction, the identity of the 
other party to the contract, and wh&er the broker or dealer is acting as agent tbr such 
customer, as agent for some other p o n ,  as agent for bathsuch customer and some other 
person, or as principal for its own acoounq and ifthe broker or dealer is a~%ingas principal, 
whether it is engaging in a block transaction or an exchange of securityfutures products for 



,onfinnation of Transactions 

physical securities, will be availableupon mitten request ofthe customer,and 

iv. %%etherpapent for order flow is r z c e i d  by the brokzr or dealerfor s ~ c htxxnsadions. the 
amount oftllis pa3ment and the f;?d that the source aud nature of thecompensation received 
in conne~-tionwiththe articular transaction will be furnished uponwritten reques* of the 
custm~er,provided, however, ,that brokers or dealers that do not receive payment for order 
flow have no disclosure obligation undzr this paragraph. 

2. Transitional pr-rn7ision. 

i. Brokerdealers are not requiredto comply with paragraph (e)(l)(iii) of this section until June 
1,2003.Providedthai. if;not withskmdingthe absence ofthe disclosure required in that 
paragraph, the broker-dealer receives a mitten request fiom a customer forthe iofomation 
described in paragraph (e#l)(iii) of ?hissection, the broker-dealer must make fhe information 
available to the mstomer, and 

ii. Broker-dealers are not required to comply with paragraph (e)(l)(iv) of this sedan until June 
1, 2003. 

E The Commissionmay exempt any broker or dealer £tomthe requirements ofparagraphs (a) and (b) ofthis 
section with regard to specifictraflsactionsof speciGc classes oftmnsadions foruGch the broker or dealer 
will provide alternative pro~'t:duresto effect the purposes ofthis sec-tio~any such exemptionmay be 
granted subjectto compliance vr3h suchalternative procedures and upon such other stated tenus and 
conditions asthe Commissionmay impose. 

Regulatory History 

43 FR 47303,Oct. 16,1978, as amended at 48 FR 17585,Apr. 25,1983;50 FR 37654,Sept. 17,1985:53 FR 
40721,Od. 18,1988; 59 FR 55012,Nov. 2,1994;59FR 59620,Nov. 17,1994, as corrected at 59 FR 60555, 
Nov. 25,1994;60 FR 14366,hhr. 17,1995;67FR 58302,58312,Sept 13,2002. 

Return to top 
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II -
Amendment No. 

(Check appropriatebox or boxes.) 

-

(ExactNarn e of Registrant as Specified in Charter:) 

(~ddressof PrincipalExecutive Offices) (GCode) 

Registrant's Telephone Number, including Area Code 

@TameandAddress of Agent for Service) 

Approxjmate Date of Proposed Public .OfTering 

It is proposed that this Wing will become effective (check appropriate box) 

0 immediately upon filing pursmt to pamgraph (b) 

a on (datej pursuant to p a r a p p h  (b) 

060 days after f i pursuant to paragraph (aMl) 

on (date) pursuant to paragraph (a)(l) 

75 days after filing pursuant to paragraph (a)(2) 

C] on (date) pursuantto paragraph (a)(2) of rule 485. 
If appropriate: check the following box 
0 this post-effective amendment designatesa new effective date for a previously filcclpost-effective amendment. 

Omit from thc facing hea t  reference to the orherAcr if theRrgihration Statement or amendment isfiled under only one of theActs. 
Include the approximate Date of Proposed Public offer^ and "Title of Securities Being Registered" only where securities are being 
registered under the Securities Act of 1933. 

Form N-IA is to be used by open-end management investment companies, except insurance company separate accounts and small 
business investment companies licensed under the United States SmallBusinessAdministration, to register under the Investment Company 
Act of 1940and to offer their sharesunder the Securities Act of 1933. The Cummissiun hasdesigpeilFarm N- Wto provide mvcstorswith 
inform ation that will assist them inmaking a decision about investing in aninvestment company eligible to use theFonn. The Commission 
also may use the information provped on F y  N-1X in its regulatory, disclosure review, inspection, and policy rnalmg roles. 

Persons who are to respond to the collectian of information contained in this farm 
SEC 2052 (9-03) are no1 required to respond unless Ihe form displays a currently valid O M B  control 

number. 
7 



,. 

Provide the retums required by ~px-a~ga&s2r:c)<2)(<1@) and (C) of thGItem for only one of  those Classes. The 
Fund may select the Class for which $provides the returns required by paragraphs 2(cXZ)iiii)(B) and (C) of this 
I t e m , p r o v i d e d m a f t h e ~ ~ ~' 
(A) Selects a class M'&ISbeen offered fm use as an investment optionfor accounts other than those described 

in General ln+&tion C-3.(cIjo(ii)(A); -,+- ,Cj '-

(E)~ e l e c t s ~ e l a s sdescribed in paragraph (c)(ii)(A) of this ormore ye= of annual returns if 
otheflClasses described inparagraph (c)(ii)(A) of this than 10years of annualreturrq 

J*' 

(D) If h e  Fundprovides&returns 2(c)(2)(ii$@) and-'&) of this Item for a Class that is 
differentfi-om the Class preceding period, ekplain in a footnote to the table 
the reasons for the i. 

k., 

(hi) The returns requiredby (B). and (C) of this Item for the ~la&,&scribe:d in paragraph 
(c)(ii) of this and should not be inters~msedwith the rehdkgf other ~lasses;and

..' 4> 

average 
'\ 

during the last 10 calendar ye>.k$he 
that the current advkcr began to 

.f 

Include the following information, in plain~n&der rule 421(d) under theSecuritiesAct aftcr Item 2: -.--.. 
Fees and expenses ofthe Fund 

This table describes the fees and expensesthat you may pay if you buy and hold shams of the Fund. 

Shareholder Fees (fees paid directly from your investment) 

Maximum Sales Charge (Load)Imposed on Purchases (as a percentage 
of offering price) 

Maximum Deferred Sales Charge (Load)(as a percentage of 2 
Maximum Sales Charge (Load) lmposed on Reinvested Dividends 

'[and other Distributions] (as a percentage of 2 
Redemption Fee (as a percentage of amount redeemed, if applicable) 
Exchange Fee 
Maximum Account Fee 

Annual Fund Operating Expenses (expensesthat are deducted from Fund assets) 

Management Fees 
Distribution [andlor Service] (12b-1)Fees 
Other Expenses 

Total Annual Fund Operating Expenses 



Example 

This Example is intkndedto help you compare the cost of investing in the Fund with the cost of investing in 
other mutual funds. 

The Example assumasthat you invest $l0,000 inthe Fund iorthe %meperiods indicated and then redeem alt of 
vow shares at the end of those periods. The Ewmplealso assumesthat your investment has a 5% return each 
year and that the Fund's operating expenses remain the same. Although your actual costs may be higher or 
lower. based on these assumptions your costs would be: 

1 year 5years 
$ $ 

You would pay the following expenses if you did not redeem your shares: 

1 year 3years 10 years 
$ $ $ 

/ The Example does not reflect sales charges (Ioeds) on reinvested dividends [and other distibutionsl. ti 

1. Cirnerul. 

(a) Round all dollar figures to the nearest dollar and all percentages to the nmest  hundredth of one percent. 

@) hclude tht:narrative exphnations inth: order indicated. AFund may m+ h e  narrative explanations ifthe explanation 
contains comparable information to that shown. 

(c) Include the caption "Maximum Account Fees" only if the Fund charges these fees. AFundmay omit other &'aptions if 
the Fund does not charge thefees or expenses covered by the captions 

(J) (i) It'the Fundis aFeeJer Funit reilect the aggregate e..rpensrs of the Feeder Fund and the Master Fund in a single fee 
table using the captions provided. In a footnote to the fee table, state that the table and Esample reflect the 
expenses of both the Feeder and bhsttx Fun&. 

(ii) If the prospectus offers more thanone Class of a Multiple Class Fund or more thanone Feeder Fund that invests 
in the same khster Fund, provide a separate response for each Class or Feeder Fund 

(a) (i) "%&urn Deferred SalesCharge (Load)' includes the maximurn total deferredsales charge (load) payable upon 
redemption in installments. or both. expressed as a vercentage of the amount or amounts stated in respanse to 
Item S(a), escept that, for a sales charge (load) based on net ass& value at the time of purchase. show the sales 
charge(load)as a percentage of the o#ering price at  the time ofpurchase. AFmd may inchde in a footnote to the 
table, if applicable, a tabular presentation showing the amount of defaed sala charges(loads) over time or a 
narrative explanation of the sales charges (loads) (e-g., -%in the f k t  year afterpurchase, declining to -?/0 in 
the -year and eliminated thereafter). 

(ii) Hmore than one type of a l e s  charge Qoaais imposed(e-g-,a defemd sales c w e  (load) md a front-end sales 
chaqe Goad)). the fmt capti6nmthe table should read "Maximum SalesCftzrge (load)" and show the ma-;imum 
curnularive percentage. Show the percentage amounts and the terns of each sales charge load:^ comprisingthat 
figure on separate linesbelow. 

(iii) If a sales charge (load) is imposed on s h e s  purchased with reinvested capital gains distributions or returns of 
capital include the bracketed words in the third caption 

(3)"RedemptionFee" includes a fee charged for any redemption of the Fund's shares: but does not include a deferred sales 
& a q a  (load) imposed upon redemption 



''Exchange Feen includes the maximum fee charged for any exchange or hnsfer  of interest from the Fund to another 
fund The Fund mav include in a footnote to the table. if amlicable. a tabular mesentation of the ranee of exchange 
fees or a narrative explanation of the fees. 

%ximum Account Fees' Disclose account fecs that may be charged to a typical investor in the F u n 4  fees that apply 
to only a Limited number of shareholders based on their particular circumstances need not be disclosed Include a 
caption describing the maximum account fee (e.g., ''PuIa>ctnum Account Maintenance Fee" or "Masimum Cash 
Ivhnagement Fee"). State the maximum annual account fee as either a fmed dollar amount or a percentage of assets. 
Include in a parenthetical to the captian the basis on which any percentage is cdculated If anaccount fee is ch.arged 
onlv to accounts that donot m eet a certain threshold ( r . ~ . ,accounts under 55,000). the Fund may include the threshold 
in a parenthetical to the caption or footnote to the table. The Fundmay include an explanation of m y  non-recurring 
account fee in a parenthetical to the caption or in a footnote to the table. 

3. h u a l  Fund OperatingEyenses. 

(aj "'Management Fees" include inveslment advisory f e s  (incluhg any fern ba sd  on t h ~Fund's performancej, any other 
management fees payable to the investment adviser or its aEiliateq and arlministrative fees payable to the investment 
adviser or its affiliates that are not included as "Other Expenses." 

(3) "Distribution [ardor Senrice] (1%-1) Fees" include all distribution or other expenses incurred during the most recent 
fiscal year under a plan adopted pursuant to rule 12b-1 (1 7 CFR 270.12b-11. Under an appropriate caption or a 
subcaption of"Othm Expenses," disclose the amount of any distribution ursimilar expenses deduct4 hmthe Fund's 
assets othm than pursuant to a rule 1%-1 plan 

(c) (i) "Other Expensesn include all ehTenses not othenvise disclosed in the table that are deducted Erom the Fund's 
assets or c h a ~ e d  to all shareholder accounts. The amount of expenses deducted from the Fund's assets are the 
amounts shown as expenses in the Fund's statement of operations (including increases resulting kcnn complying 
with paragraph 2(g) of rule 6-07 of Regulation S-X r17 CFR 210.6071). 

(ii) "Other Expt-nses" do not include e x t r a o r J i  expenses as detminecl under generally accepted accounting 
principles (see Accounting Principles EoardOpinionNo. 30). If extraordinaq expenses were incurred that materially 
affected the Fund's "'Other Expenses,"disclose ina footnote to the table whaf ' "0 ther~~nses '  would have been 
had the extraordinary expenses been included 

(iii) The Fund may subdivide this caption into no more than three subcaptions that identify the largest expense or 
expenses comprising "Other Expenses," but must hclurlt: a total of all "Other Expenses." Altematively~ the Fund 
may include the components of "Other Expenses-' in a parenthetical to the caption 

(ci) (i) Base the percentages of " h u a l  Fund Operating Expenses" on amounts incurred during the Fund's most recent 
tiscal year, but include in expnses amounts that would have been incurred absent expense reirnbursemznt or fee 
waiver arrangements. If the Fund has changed its fiscal year and, as aresult, the mostrecent fiscal year is less than 
three months. use the fical year prior to the most recent fiscal year as the basis for &terminkg "Annual Fund 
Operating Expenses.'' 

(ii) If there have beenmy changes in "AnnualFundC)peratingEx-penses"that would materially affectthe information 
disclosed in the table: 

(A) Restate the e x p w e  information usmz the current fees as if they ha3been in effect during the previous fiscal 
year. and 

@) h a  footnote to the table, disclose that the expense informationinthe table has been restated to reflect current 
fees. 


(iii) A change in"Annual Fmcl Operate Expenses" means either an in~x-easeor a decrease in expenses that occurred 
during the most recent fiscal year or that is espected to occur d m the current fiscal year. Achange in "'Annual 
Fund Operating Eqenses" does not include a decrease in operating espenses as a percentage of assets due to 
economies of scale or breakpoints in a fee arrangement rmultiw from an increase in the Fund's assets. 



(e) m e  Fund may reflect actual operatingexpenses that include expensereimbursement or fee waiver arrangements in a 
footnoteto the table. Hthe Fund movides thisdisclosu~e~ also disclose the ueriod far whichthe expensereimbursement 
or fee u&v er arrangement is expected to continue, or whether it can be terminated at any time at the option of the Fund. 

(a) Assume that the percentage am omts listed under "Annual Fund Operating Expenses" remainthe same in each y ear of 
the 1-. 3-. 5-. and 10-yearperiods. except that an adjustment mav be made to reflect reduccdannual expenses resulting 
fiam completion of the a m a h t i o n  of initial orffQJzation expenses. 

(b) For any brealqtoint in any fee. assumethat the amount of the F d ' s  assets remainsconstant a s  of the level at the end of 
the most recently completed fiscal year. 

(c) Assume r~investmentof all dividends and distributions. 

(J) Fkflect recurring and non-recurring f e s  charged to all investor; 0 t h  bany excbange fees or any sales charges 
(loarlsj on shares purchased with reinvested dividends or other distn'butiorri. If saki ekes (loads) are imposed on 
reinvedd & v i d d s  or 0 t h  clistriiutiuns, inch& the narrative explanation follouirrg thr Example and include the 
bracketed words whensales charges(loads) are Awed on reinvested capital gains distniutionsorreturns of capital. 
Reflect any shareholder account fees collected by more thanone Fund by dividingthe total amount of the fees collected . 
during the most recent f ~ c a lyear for allFundswhose shareholden are subject to the fees by the total average net assets 
of the Fun&. Add theresultingpaumtagc to -A~nralFmdOperating Eqmsesnandassme that itmains thz same 
in each ofthe 1-,3-, 5-, a d  10-yearperiods A F d  thatcbargmaccount feesbasal on a minimum account requirment 
exceeding $10,000 may adjust its account fees based on the amount of the fee in relation to the Fund's minimum 
account requirem ent. 

(e) Reflect any deferred sales charge (loadj by assumingredemption of the entire account at the end of the year in which 
the sales charge (load) is due. In the case of a deferred sales charge (load)that is based on the Fund'snet asset value 
at the time of p a y m e  assume that the net asset value at the end of each year includes the 59; annualreturn for that and 
mch preceding year. 

( f )  Include the second 1; 3-,5,and 10-year pcriods andrelatednanative explanation only if a sales charge (load) or other 
fee is charged upon redemption 

5. New Funds. For purposes of this Item, a "New Fmd" is a Fmd that does not include in Form N-IA tinancial statements 
reporting operating results or that includes financial statements for the Fund's initial fiscal year reporting operating results 
for a period of 6 months or less. The followingInstructionsapply toNew Funds. 

(a) Ease the percentages expressed in "Annual Fund Operating Expenses" on payments that will be made, but include in 
expenses, amounts that will be incurred without reduction for expense reimbursement or fee waiver arrangements. 
estimating amounts of "Other Expenses." Disclose in a footnote to the table that "Other Expenses" are based on 
estimated amounts for the current fiscalyear. 

@) The New Fundmay reflect expense reimbursement or fee waiver arrangements that are expected to reduce any Fund 
operating expense or the estimate of "OtherExpenws" (regardless ofwhetherthe arrangementhasbeen guaranteed) -in 
a footnote to the table. If the New Fund protides this disclosu~e, also disclose the period for which the mqxnse 
reimbursement or fee waiver m-amement is exwcted to continue- or whether it canbe terminated at anv time at the 
option of the Fund 

(c) Complete ody the 1- and 3-year period portions of Me Example and estimate any shareholder account fees collected 

. . . .  . ..(a')-- -.. - -l.+pli cablc, stab that those objectivr s  may be changed 
~ e k k a w r o v a l .  

- .  its hvesbnent objectives. hthe discussion:--jb) I n z p ~ m e n t a t r o ? l ~ f I z ~ e s ~ a ~ b ~ ~ ~ ~ ~ ~ ~ h e v e  



(C) Any capital gaim distributedby the Fundmay be kcable. 

(aj Sales Loads. 

(1) D s ~ n i t :any sales loads, including deferred sales loads, applied to purchases of the Fund's shares. Include in a table any 
fKmt-end sales load (and each breakpoint in the sales load, if any) as a percentage of both 'the offering price and the net 
am ount mvested. 

1. If the Fund's shares arc sold subject to a hnt-end sales load, explain that the term "offering price" includes the fkont- 
end sales load 

2. Disclose,if applic?ble, that salcsloads are imposed on shares, or amounts representing shares, that are purchased with 
reinvested dividenk or other distributions. 

3. Discuss, if applicable, how deferred sales loads are imposed and calculated, including: 

(a) Whether the specified percentage of the sales load is based on the offering price, or the lesserof the offeringprice 
or net asset value at the time the sales load is paid. 

@) The amount ofthe sales load as a percentage of both the offering price and the net amount invested. 

(c) A &scription ofhow the sales load is calculated (eg,in the case of a partial redemption, whethex or not the sales 
load is calculated as if shares or amounts representing shares not subject to a sales load are redeemed first, and 
other shares or amounts representing shares are thenredeem ed in the order purchased). 

(d) If applicable,the method of paying an instah entsalesload (e-g.,by withholding ofdividendpayments, mvoluntq 
redemptions, or separate billing:of a shareholder's account). 

(2) UnIoss disclosed in response to paragaph (a)(l), in the S M ,or in a separate disclosure document u&r Item 7(f), describe 
any other arrangements that result in breakpoints in or elimination of sales loads ( e . 5 .  letters of intent, accumulation 
plans, dividend reinvestment planz, withdrawal plans, exchange privileges, employee benefit p lw ,  and redemption 
reinvestment plans\. Identify each class of individuals or tramactions to which the amngements apply and state each 
diEerent breakcoint as a percentage of both the offering price and the mount mvested 



(b) Rule 12b-I Fees I f  the Fund has adopted a plan under rule 12b-1, state the amount of the distribution fee payable under the 
pIan and provide disclosure to the followhg effect: 

(1) The Fundhas adopted a plan under rule 113b-1 that allows the Funcl to pay distribution fees for tht: sale and distribution of 

its shares: and '? 
a a o  

W P - J  

(2) Because these fees arepaid out of theFund's assetson an on-going basis, over time these fees will increase the gg #your 
inveshncnt and may costyou more than paying other 9 ~ of saless clmges. 5 e 3 ;a 4 < 

z - m z m
C)-OC)m

Instructionx If the Fundpays smice feesunder its rule 12b-1 plan, m o w  this discb @i~rcd$t the payment of these fees 
kg.,by indcatiq thattlx r ~ a p a y sdktributim and other feu forthe Of PrOViJed Sha~holdcIS). 
Fmplnpossofthispara~hser\l-icefe~ha~ethesam~meaning9;ven~tcrmm@)(9)9)ofthc~ASD~oductVI 


Rules WASDhhnual (cCHl4622]. rr - O m m
B f i p m

e u m o u z  
(c) Adultiple Class andA4aste>--Fee&rFtmds m - 7 3 ~ z g  

(1) Describe the main features of fhc s m r D l r s  of thc h~IultipleClass ~ u n dor hbster~&%@& 
c o <  % 

(2) Ifmore thanoneClan of a hhltiple ClassFund isoffered in the prospectus,provib &*on m z 4  required by 
(a) and (b)for each of those Classes. 0 0 . Y 3 5 ~

Kn,mz4
a O Z Z  0 

(3) Iga Multiple Class F d offers in the proq~ctusshares thatprovide for mandato89e a t k  conversions or exchanges 
hone Class to anotherClass, provide the infonnationrequirodby paragraphs k d  g)f@both the shareso t k r d  and 
t G  Class intowhich the shares may be converted or cxchan~&. -

z ,r
n P 

(4) If3LFeedex Fund has the ability to changethe Master Fund in which it invests, d e m i i  bri& the circumstancesunder 
VlrHich the Feeda Fund cando so.* * 

Instngon. -4Feeder Fund that does not have the authority to change its Master Fund need not disclose the possibility and 
consequences of its no longer in~estingin the Master Fund. 

Co 




(b) Rule 12b-1 Fees If the Fund has adopted a plan under rule 123-1, state the amount of the dAribution fee payable under he 
plan and provide disclosure to the foIlowk effect: 

(1) The Fund has adopted a plan under rule 12b-I that allows the Fund to pay distribution fees for the sale and distribution of 
its shares: and 

(2) Because these fees are paid out of the Fund's assets on an on-going basis, over time these fees mill haease the cost of your 
investment and may cost you more than-payingother types of sales charges. 

Zns\.tnlctio~rIf thr: Fund pays smice feesumlcr its rule 1 2 b l  plan. m o w  this Jirclosme to mflect the payment of these fees 
(q,
by indicating that tht:Fund pays dktributiun andotherfees forthesale of its shares and for senicesprovided to skholderj).  
For purpcses of this paragraph -ice fees have the samemeaninggiventhatterm under xulc 28N(b)[g) of theNASD Conduct 
Rules [NASD hhnual (CCH)46221. 

(1) D e s ~ ~ l b ethe mam features of the stnu:ture of the kIultiplr: Class Fund or Master-Feedm Fund 

(2) If more than one Class of a hcfultiplc Class Fund is offered in the prospectus, provide the information required by paragraphs 
(a) and (b) for each of those Classes. 

(3) If a hlultiple Class Fund offers in the proqxctus shares thatprovide formandatoqr or automatic conven<ons or e x h g e s  
from one Class to another Class, provide the informationrequired by paragraphs (a) and (b) for both the shares ot'fered and 
the (Zlass into which the sharm may be cmverrtzd or exchanged. 

(4 Ifa Feeder Fund has the abiity to change the Master Fund in which it in~ests,describe briefly the circumstances under 
which the Feeder Fund cando so. 

Instnictiorr. A Feeder Fmd that does not have the authority to change its Master Fund need not disclose the possibility and 
consequences of its no longer investing in the Master Fund. 



A R & s t  isrcquiredtodisclosethe inimation specifiedby Forn N-IA, =d Carorn&&m make t!! L z f ~ r ~ z t i o ~pubic. 
4-gistrant is notrequiredto respond to the colledianofinfomationcontainedmForm N-IAunlesstheForm displaysa currently valid 
3 E c e  of Management andBudget("OMB') cantzol~lmber.Please direct com~entsconcerning the acclnacyofthe IIltbrmationcollection 
bmdmestimate and any suggestionsforreducing the burden to Secretary, Securities and Exchange Commissiors 35(J 5th Stwet, N.W.., 
LVashgtoq D.C. 2C'549-60CK The Ohm bas reviewed this:coYectior.of kfirxizzdm =mderthe c l s m c e  r&zments of44U.S.C. 5 
3507. 
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..... .... . IS important to remernoer c r 1 d L y d s s  L+ ~ ~ e a a  LIPJa '. --.-. .- 

ARES? Class A shares a;e sold a t  their offering 
price, which is normally kc asset valu'e ~ l u s  an i n i c i m  ch&owewr, in some cases, 
described below, prcha4s are not subject to an initial sales charge, and the offering price 

t 
will be the nec asset va~u&ln other cases, reduced sales cl;arges may be available, as 
described below or in the'ttacemenc of Addicional Information. Ourof che arnounc you 
invest, the Fund rbceives.c@ net asset value to invest for your account. 

The sales charge varieskbepending on the amounc of your purthase. A porcion of the 
sales charge may be retained+y the Distributor or allocated to your dealer a s  a concession. 
The Disrribuor reserves cherijjtrt: to reallow the entire concession to dealers. The current 
sales charge rates and concessi&s paid co dealers and brokers are as follows: 

h. 

. . . . . . . . .  . . . % 
. . . ' . .. c~f&Obiir ii&q.&~'d& fi,millibrt;':'jho%i '- : 

. . . . . . . . . .  . . . . . .  .. .. . .  . . . . . . .  . . . . . .  . ., . . . . . .  

Can You Reduce Class A Sales Charges7 You may 
reduced sales charge faces under che Fund's "Right of Accumulation" or a Letter of Intent, 
as described in "Reduced Sales Charges" in the Statement of Additional Inforrnacion. 

were permlcceu ro purcllrx a Y C v l  -. r .  - -- 
rearemenr accouncs") kr i r~ment  plans are not perm~cced to make initial purchases 
of Class A shares subjecc to a contingent deferred sales charge. The D~scribucor pays 
dealers of record concessions in an amounc equal co 1.0% of purchases of 51  million 
or more ocher than by grandhthered retirement accouncs. For grandfathered recire- 
rnenc accounts, the concession is 0.75% of che first $2.5 million of purchases plus 
0.25% of purchases in excess of $2.5 million. In either case, the concession will nor be 
paid on purchases sf shaies by exchange nr char were previously subject to a front- 
end sales charge and dealer concession. 

If you redeem any of chose shares within an 18-month "holding period" measured 
From the beginning of [he calendar monch of their purchase, a contingent deferred 
sales charge (called the "Class A contingent deferred sales chargew) may be deducted 
from the redemption proceeds. That sales charge will be equal to 1.0% of the lesser ok 
the aggregate nec asset value of h e  redeemed shares a t  the time of rcdemprion (exclud- 
ing shares purchased by reinvesrmenr of dividends or capital gain diariburionr) or 
the original net asset value of che redeemed shares. 

The Class A contingent deferred sales charge will not exceed the aggregate amount of 
the concessions the Discribucor paid to your dealer on all purchases of Class A shares 
of all Oppenheimer funds you made that were subj% to the Class A concingent I 

deferred sales charge. ' \ / 

Pu hares by Cenrln i e &  tiimt Plans. ~hereho in i t ia l  siks charge on purck$ses of 
\lass A shares darr/on&orc ~ ~ ~ e ~ h h - n e r  funds by rklemenc plan9ar have 
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Fraud: "An intentional perversion of the truth for the 
purpose of inducing another in reliance upon it to part 
with some valuable thing belonging to him or to 
surrender a legal right; a false representation of a matter 
of fact, whether by words or by conduct, by false or 
misleading allegations, or by concealment of that which 
should have been disclosed, which deceives and is 
intended to deceive another so that he shall act upon it 
to his legal injury." 

Black's Law Dictionary ( 



[78] In Higgins, 2001 ND 149, 7 22, 632 N.W.2d 463, we quoted Black's 
.-J, Law Dictionary 264 (6th ed. 1990) in defining coliusion_as "'[aln 

agreement between two or more persons to defraud a person of his 
rights by the forms of law, or to obtain an object forbidden by law."' 
Collusion has also been defined as "a secret arrangement between two 
or more persons, whose interests are apparently conflicting, to make 
use of the forms and proceedings of law in order to defraud a third 
person, or to obtain that which justice would not give them." Span, Inc. 
v. Associated Int'l Ins. Co., 277 Cal. Rptr. 828, 839-40 (Cal Ct. App. 
1991) (citation omitted). 

[I91Collusion has been described as "the equivalent of conspiracy." 
Runyan v. Farmers' Bank, 230N.W. 418, 421 (Iowa 1930). Proof of an 
actual agreement is not necessary, and it is sufficient to show that the 
parties, with knowledge that concerted action was contemplated and 
invited, gave their adherence to and participated in the collusive . 

scheme. See First City Nat'l Bank v. Brazosport Towing Co., 585 F. 
Supp. 115, 117 (S.D. Tex. 1984). Compare State v. Gonzalez, .2000 ND 
32,117, 606 N.W.2d 873 (stating an agreement to commit a conspiracy 
need not be explicit but may be implicit in the fact of collaboration or 

L. existence of other circumstances). Collusion does not require fraudulen 
conduct. See Dynamic Marine Consortium, S.A.v. LATIN], MV, 179 
F.3d 278, 280 (5th Cir. 1999); Estate of Farish v. United States, 233 F. 
Supp. 220, 228 (S.D. Tex. 1964). 

[TI0] What constitutes collusion will differ with each fact situation. Span, 
Inc., 277 Cal. Rptr. at 840. The burden of proof on the issue of collusion 
rests with the party asserting that collusion has occurred. Estate of 
Farish, 233 F. Supp. at 228. Whether collusion has occurred is a finding 
of fact which this Court will not reverse on appeal unless it is clearly 
erroneous. Black v. Peterson, 442 N.W.2d 426, 430(N.D.1989). A 
finding of fact is clearly erroneous if it is induced by an erroneous view of 
the law, if there is no evidence to support it, or if,after reviewing all the 
evidence, we are left with a definite and firm conviction a mistake has 
been made. Moen v. Thomas, 2001 ND 95, 19,627 N.W.2d 146. 
Because a state of mind is rarely proven directly and must usually be 
inferred from conduct and circumstances, evidentiary conflicts and 
factual questions about state of mind are properly for the trier of fact to 
decide and are not appropriate for appellate second guessing. See State 

-- v. Franck, 499 N.W.2d 108, I I 1 (N.D.1993). 



- - - 

CONTINUE FROM PREVIOUS PQGE 081 
Legal deiinition of Conspiracy 

Overthrow of government. See Sedition. 

-d Seditions conspiracy. See Sedition. 

Conspiracy in restraint of trade. Term which describes all forms of illegal 
agreements such as boycotts, price fixing, etc., which have as their object 
interference with free flow of commerce and trade. See Antitrust acts; Clayton 
Act; Sherman Antitrust Act. 

Conspirators. Persons partaking in conspiracy. See Conspiracy. 

Conspire. To engage in conspiracy. Term carries with it the idea of agreement, 
concurrence and combination, and hence is inapplicable to a single person or 
thing, and one cannot agree or conspire with another who does not agree or 
conspire with him. See Conspiracy. 

SOURCE: Black's Law Dictionary, Sixth Edition 

ADL American Defense League 
dedicated to American interests 



Legal definition of 

Conspiracy. A combination or confederacy between two or more persons 
formed for the purpose of committing, by their joint efforts, some unlawful or 
criminal act, or some act which is lawful in itself, but becomes unlawful when 
done by the concerted action of the conspirators, or for the purpose of using 
criminal or unlawful means to the commission of an act not in itself unlawful. 

A person is guilty of conspiracy with another person or persons to commit a 
crime if with the purpose of promoting or facilitating its commission he: (a) 
agrees with such other person or persons that they or one or more of them will 
engage in conduct which constitutes such crime or an attempt or solicitation to 
commit such crime; or (b) agrees to aid such other person or persons in the 
planning or commission of such crime or of an attempt or solicitation to commit 
such crime. Model Penal Code, 5 5.03. 

Crime of conspiracy is distinct from the crime contemplated by the conspiracy 
(target crime), Corn. v. Dyer, 243 Mass. 472,509,138 N.E. 296, 314, cert. denied, 
262 U.S. 751,43 S.Ct 700,67 L.Ed. 1214. Some jurisdictions do not require an 
overt act as an element of the crime, e.g. Corn. v. Harris, 232 Mass. 588, 122 N.E. 
749. 

A conspiracy may be a continuing one; actors may drop out, and others drop in; 
\/ 

the details of operation may change from time to time; the members need not 
know each other or the part played by others; a member need not know all the 
details of the plan or the operations; he must, however, know the purpose of the 
conspiracy and agree to become a party to a plan to effectuate that purpose. 
Craig v. LI. S., C.C.A.Cal., 81 F.2d 816, 822. 

There are a number of federal statutes prohibiting specific types of conspiracy. 
See, eg., 18 U.S.C.A. 371. See also Chain conspiracy; Co-conspirator's rule; 
Combination in restraint of trade; Confederacy; Seditious conspiracy; Wharton 
Rule. 

Chain conspiracy. Such conspiracy is characterized by different activities carried 
on with same subject of conspiracy in chain-like manner that each conspirator in 
chain-like manner performs a separate function which serves in the 
accomplishment of the overall conspiracy. Bolden v. State, 44 Md-App. 643,410 
A.2d lO85,lO9l. 

Civil conspiracy. The essence of a "civil conspiracy" is a concert or combination 
to defraud or cause other injury to person or property, which results in damage to 
the person or property of plaintiff. See also Civil conspiracy. 

1 of2  -.-Ql'ln/')nnll 0.1 0 . A --- - - . - 
Legal definition of Conspiracy http://adlusa. com/adl/conspdef.l: 
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' :.ICall your financial adviser This statement shows all account activity forZM2, so please keep afor ".-

yourtax records. Let our website help make tfik tax season a f i e  
' 

' k Autpmated information and s e n i c e s  
Website .- arnericanfunds.corn 

easier. Go fo the TaxCenter at americanhmdssomfiw yonr tax-relafed American FundsLine - 8OUB25-3590 
needs: sevenyean of account history, duplicate statemen& and tax fonns, persDnal - 8 a.m. - 8 ,,-rn. tirne M-F 
average cost information, our interache Tax Guide, and more. Shareholder Selvices - 8001421-0180 

American Funds is required to pr~videthe value ofyour lhto the Internal 
'Revenue Senrice. 




